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November 5, 2014

TO: Each Supervisor
FROM: _  Mitchell H. Katz, M.D. /) \/\Q\/\
X¥  Director @é’
SUBJECT: DEPARTMENT OF HEALTH SERVICES’ (DHS)

FISCAL OUTLOOK (BOARD AGENDA, ITEM S-2
NOVEMBER 5, 2014)

This is to provide DHS' fiscal outlook for Fiscal Years (FY) 2014-15
and 2015-16. The Department is currently projecting a surplus of
$102.1 million for FY 2014-15 (before application of the AB 85 sharing
formula), and a balanced budget for FY 2015-16 (see Attachment I).

FY 2014-15

The Department was able to fund $105.2 million in FY 2014-15 costs
for the Online Realtime Centralized Health Information Database
(ORCHID) without use of commercial paper. The Department is
currently working with the State to confirm our understanding of how
the AB 85 formula will be calculated. At the next fiscal outlook report
to the Board, the Department expects to be able to provide the
estimated amount of redirection for FY 2014-15. The final amount of
the redirection will be determined two years after the close of the fiscal
year.

FY 2015-16

The Department also expects to fund ORCHID costs for FY 2015-16
without use of commercial paper. The current 1115 Waiver expires
October 31, 2015 and the State has not yet negotiated the terms of a
potential new Waiver with the Centers for Medicare and Medicaid
Services (CMS). Under the current Waiver, Delivery System Reform
Incentive Pool (DSRIP) funding will end June 30, 2015. For FY 2015-
16, the Department assumed Safety Net Care Pool funding for a full
year, and DSRIP funding under a new Waiver beginning November 1,
2015. Therefore, only eight months of DSRIP funding is included in
the FY 2015-16 estimates.

The State is expected to begin negotiations with CMS within the next
couple of months. The Department is working closely with its member
organizations and the State to develop proposals for the new Waiver.
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The Department is continuing its review of the data on payer mix, utilization, volume,
etc. at its facilities to determine the impact of the Affordable Care Act. The data will be
used to inform system modifications and other changes that may need to be
implemented to ensure that DHS operations are keeping pace with changes occurring in
the evolving health care environment.

Attachment Il provides information on key workload indicators by facility, comparing FY
2013-14 actual data to FY 2014-15 projections.

If you have any questions or need additional information, please let me know.

‘MHK:aw
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c: Chief Executive Office

County Counsel
Executive Office, Board of Supervisors
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